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M e m o r a n d u m 
 
 
To: CHAIR AND MEMBERS Date: March 28, 2001 
 Airspace Advisory Committee   
    
   File: AIRSPACE 
    NR-SAC-051-0004 
    
From: DEPARTMENT OF TRANSPORTATION   
 Division of Right of Way   
 Airspace   
    
Subject: Request to Amend the Lease Terms for a Option to Lease for a Directly Negotiated Lease 

with Ravel Properties for Parking on a 121,495 ± Square Foot Parcel Located Beneath the 
Fort Sutter Viaduct of Highway 51 in Sacramento 

 
 
RECOMMENDATION: 
 
It is requested that the Airspace Advisory Committee (AAC) recommend approval to the 
California Transportation Commission (CTC) of a request to amend the lease terms for an 
existing Option to Lease. 
 
SUMMARY 
 
The subject is located beneath and adjacent to the Fort Sutter Viaduct of State Route 51 in 
Sacramento.  The city block is 121,495 + square feet and is bounded on the east by 30th Street, on 
the west by 29th Street, on the south by S street and on the north by a Regional Transit Light Rail 
Station.   
 
Caltrans entered into a three-year option beginning June 20, 1997 and obtained a one-year 
extension last year.  The current option expires on June 19, 2001.  The Optionee has paid 
$100,000 in option fees.  
 
The Optionees propose to develop a multi-story office building northeast of the subject known as 
Farmers Market IV.  Caltrans, through the Department of General Services, has been negotiating 
with the developer for additional office space. There are three existing multi-story office 
buildings to the east and northeast of the subject parcel known as Farmers Market I, II, and III 
that are occupied by Caltrans.  The subject parcel would provide parking for the proposed  
Farmers Market IV development.  The proposed lease has not been finalized yet due to the 
inability to secure the necessary approvals from the Department of Finance, but Caltrans is still 
pursuing the lease. 
 
The existing office complex’s parking is located on an airspace parcel directly to the south of the 
subject.  This two-story parking facility has reached capacity and no longer is able to satisfy daily 
or hourly parking which has caused a shortage of available parking in the vicinity.  Caltrans users 
and tenants of an adjacent office building are pleading to obtain additional parking and have 



 

 

inquired in regards to the development schedule of the subject parcel.   
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The Optionee has indicated a willingness to exercise their option to lease and develop a parking 
facility, without securing the Caltrans commitment to lease their proposed office building, but 
have requested a modification of lease terms until the new office development is built and 
occupied (see enclosed letter.) 
 
The Optionee would develop the unimproved site to surface parking, including an inter-modal 
bus transfer element (the subject parcel is bounded on the north by an existing light rail station) 
at a cost of approximately $750,000 (see enclosed plans and proforma/cost budget.) 
 
The amended lease terms would reduce the rent to $30,000 per year against 100% of the net 
income until a new office building is constructed and occupied.  The Optionee controls vacant 
parcels suitable for office on both the easterly and westerly side of the subject airspace parcel.  
When a building is constructed on either parcel, the existing approved lease terms would be 
reinstated (see enclosed March 17, 1997 AAC submittal.) 
 
Another possible scenario that is currently being discussed is the placement of modular office 
trailers while construction occurs on the proposed office building.  Under this scenario, a portion 
of the subject parcel would be encumbered by modulars and the balance of the parcel would 
supply parking.  Once the building is ready for occupancy, the modulars would be removed and 
the parcel would be fully developed into parking.  If this scenario occurs, the rent would escalate 
to 50% of the lease terms previously approved by the AAC/CTC with full reinstatement at 
occupancy of the adjacent building. 
 
The highest and best use for this parcel continues to be plottage to the adjacent developer-owned 
parcels.  Although independent development is feasible, due to the costs of the needed 
improvements and lack of income to generate profits to a developer, the lease rent would be 
significantly lower if the parcel was put out to bid for parking use.  The “plottage” value will 
eventually be realized once another adjacent building is constructed but in the meantime an 
underutilized parcel will be improved while satisfying Caltrans and neighborhood immediate 
needs and allowing for Caltrans or another state agency’s future needs.  

 
This proposed amendment is still believed to represent a fair market return to the State and it is 
in the State’s best interest to lease this parcel to the proposed lessees to achieve the highest return 
to the State. 

 
 
 

 
PETER SCHULTZE 
Senior Right of Way Agent 
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